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France's Four-Year Development Plan 


The fourth 4-year development plan for France was 
discussed recently at the first meeting of the Superior 
Council of the plan. The plan, which consists of a 
60-page note introducing the detailed sections, covers 
the period 1961-65 and will be submitted to Parliament 
as soon as approved by the Government. 


During the past 10 years national production in 
France has been rising at an average annual rate of 
4.5 per cent. This places France amongst the most 
advanced western nations in respect of its productive 
effort. An expansion of 5.5 per cent per year is contem- 
plated for the future. The plan must take into account 
three fundamental prospective changes: the increase in 
the number of births, which will have the effect of 
stabilizing the ratio of active population to total popu- 
lation at around 75 per cent; the growth of the Common 
Market in intensity and area; and the changed relation- 
ship of France to the African nations. 


Economic growth is the major aim of the plan, and 
its general objectives are those of strengthening national 
security (by the modernization of the army), of promot- 
ing technological progress through scientific research, 
and of assisting the less favored groups and regions. 
At present there are labor shortages, and it does not 
seem feasible to reduce the working hours. However, 
between now and 1965 about one million new jobs will 
have to be created to absorb the natural increase in 
population (180,000), immigrants (300,000), the 
reduction in the army (190,000), and the exodus from 
the rural areas (270,000). About 300,000 new jobs are 
expected in industry and 940,000 jobs in the tertiary 
sector. The plan aims at a more abundant provision of 
collective equipment rather than goods for individual 
consumption. 

National production is expected to increase by 24 per 
cent during the plan period (from NF 271 billion in 
1961 to NF 336 billion in 1965) and agricultural 
production to increase by 4.5 per cent annually; the 


Swiss Loan to IBRD 

The Swiss Confederation and the World Bank entered 
into an agreement on October 23 for the Swiss Govern- 
ment to lend Sw F 100 million ($23 million) to the 
Bank. Under the agreement, half of the proceeds will 
be made available on November 1, 1961 and the other 
half on January 1, 


1962. The interest rate on the loan 


decline in the rural population should be more than 
offset by an increase in productivity. Agriculture wil) 
be oriented to those commodities which are increasingly 
in demand, such as meat, fruits, and vegetables. Indus- 
try is to emphasize specialization, with priority given 
to the expansion of machinery and food industries. 
Investment in fixed capital is planned to increase by 
7 per cent annually, compared with a 5.2 per cent 
increase in consumption; much of the investment is for 
social and urban improvements. Railroads, harbor in- 
stallations, retail trade equipment, and hotels and other 
equipment for tourism are also objects of the invest- 
ments planned. The productive capacity of the steel 
industry is to increase by one third, to 24.5 million tons 
by 1965. 

The plan points out that foreign trade forecasts are 
difficult owing to the uncertain effects of the Common 
Market and of the relaxation of preferential treatment 
for the French area—which, however, is not incon- 
sistent with the expansion of trade. France has a duty 
and interest to participate in the fight against under- 
development, through technical assistance, capital in- 
vestment, and the creation of efficient mechanisms for 
the stabilization of world trade in raw materials. It is 
assumed that French exports will expand from 
NF 39.0 billion ($8 billion) in 1961 to NF 47.1 billion 
($9.5 billion) in 1965, and imports from NF 32.4 bil- 
lion ($6.6 billion) to NF 39.8 billion ($8.1 billion). 
The balance on current account is expected to rise 
from NF 6.6 billion in 1961 to NF 7.2 billion in 1965. 
These forecasts are based on the assumption that the 
countries of the European Economic Community will 
adopt fully the agricultural policies of the Treaty of 
Rome. The balance of payments surplus, estimated at 
$620 million in 1960, should rise to $810 million 
in 1965. While in 1960 most of the surplus came from 
transactions in invisibles, in 1965 it is expected to 
come from trade 


Source: Le Monde, Paris, France, October 17, 1961. 


is 3% per cent and repayment is to be made in two 
equal installments in 1966 and 1968. 

Welcoming the agreement, Mr. Eugene R. Black, 
President of the World Bank, said that he was especially 
pleased that the Swiss Government had again chosen 
the Bank as the vehicle by which Swiss funds would 
be invested in economic development. He also expressed 
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his gratitude at this further evidence of cooperation 
and confidence displayed by the Swiss people and their 
Government. 

This is the second loan by the Swiss Government to 
the Bank. The first loan was in 1956 (see this News 
Survey, Vol. IX, p. 89), when the Swiss Government 
lent Sw F 200 million repayable on the average in 
six years. The Bank has also sold ten issues of bonds 
to the public and made two private placements in 
Switzerland. Including the present loan, gross borrow- 
ings by the Bank in Switzerland will have amounted to 
almost Sw F 1 billion ($232 million), of which 
Sw F 887 million ($206 million) is outstanding. 
Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., October 24, 1961. 


Europe 


U.K. Balance of Payments 


After the deterioration which began in 1959 and was 
intensified in 1960, there was a considerable improve- 
ment in the United Kingdom’s balance of payments on 
current account in the first half of 1961. Exports, 
which had shown a downward trend in the middle of 
1960, began to rise again about the end of the year, and 
this higher level was maintained during the first half 
of 1961. The steep rise in imports was halted before 
the close of 1960, and by the second quarter of 1961 
an appreciable fall was apparent. Thus, the deficit 
on trade in the six months to June 1961 fell to 
£108 million, compared with £143 million and £255 mil- 
lion in the first and second halves of 1960, respectively. 
Government expenditure abroad rose sharply, but net 
earnings from other transactions in invisibles were 
slightly higher than for the first half of 1960. The 
severe deterioration since 1958 in the balance on invis- 
ibles was therefore slowed down but not reversed. 

Despite these improvements, the balance on current 
account was still in deficit by over £80 million, com- 
pared with £94 million and £245 million in the first and 
second halves of 1960, respectively. There was a con- 
tinued net outflow of long-term capital, although this 
amount was reduced by the repayment of debt by the 
Federal Republic of Germany and as a result of the 
large investment in the United Kingdom by the Ford 
Motor Company of America. 

The current and long-term capital accounts together 
were in deficit by £129 million. The balancing item 
was positive to the extent of £97 million, and the 
balance of monetary movements was adverse by only 
£32 million. Although the deterioration in the external 
monetary position as a whole was comparatively small, 
there were big changes in its component items. There 
was a large-scale reversal of the inflow of short-term 


funds which occurred in 1960; the sterling holdings of 
the non-sterling countries were greatly reduced, and, 
despite the assistance received under the Basle Agree- 
ment and the payment of debt by Germany, reserves 
fell by £164 million. 


Source: United Kingdom Balance of Payments, 1958 
to 1961 (Cmnd. 1506), London, England, 
October 1961. 


Icelandic Fish Catch 

In January-July this year, Iceland’s total fish catch 
amounted to 404,347 tons, about 44,000 tons more 
than in the same period of 1960. The catch of herring 
totaled almost 178,000 tons, compared with about 
80,000 tons in January-July 1960, while the catch of 
other fish was 54,000 tons less than in the same period 
last year. 

Of the total catch, about 16,000 tons was iced and 
sold abroad, 99,000 tons was frozen (in January- 
July 1960, 144,000 tons), 42,000 tons was used for 
the production of stockfish, and almost 60,000 tons 
was salted. Of the herring catch, 50,500 tons was salted 
and almost 114,000 tons was sent to reduction plants. 


Morgunbladid, Reykjavik, Iceland, Octo- 
ber 19, 1961. 


Norwegian Credit Policy 


In the debate on the Norwegian Budget (see this 
News Survey, Vol. XIII, p. 327), the Minister of 
Finance stated that throughout 1961 the level of 
demand has remained higher than is required to main- 
tain full employment and a satisfactory utilization of 
productive capacity. The main cause was the exception- 
ally big increase in the volume of credit. One of the 
Government’s chief tasks must be to reduce demand 
and hold it at a level where it was sufficient to ensure 
full employment and economic growth. The Minister 
stated that representatives of the credit institutions and 
of the authorities were to meet shortly in the Joint Con- 
sultations Council to discuss the extent of credit 
expansion which would be permissible in 1962 and 
how this should be distributed between the various 
groups of credit institutions. It was his hope that the 
distribution agreed upon would, broadly speaking, cor- 
respond to the pattern sketched in the “framework” 
agreement covering the period 1960-64 (see this News 
Survey, Vol. XII, p. 565). 

In order to ensure that the lending policy of the 
banks complied with the arrangements agreed upon, it 
would be desirable, in the view of the Minister, to set 
up a system of supplementary reserve deposits at the 
Bank of Norway; it might also be necessary to fix 
quarterly lending ceilings. The Minister stated that, in 
addition, the banks and insurance companies should 
take government and government-guaranteed bonds in 


Source: 
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greater quantities than in 1961. In this way it would 
be possible to ensure that the operations of the Govern- 
ment did not contribute to an increase in bank liquidity. 


Source: Aftenposten, Oslo, Norway, October 11, 1961. 


Norwegian Import Liberalization 


On October 17, 1961, the Government of Norway 
notified the CONTRACTING PARTIES to the General 
Agreement on Tariffs and Trade (GATT) that it no 
longer applies import restrictions for the purpose of 
safeguarding its balance of payments and monetary 
reserves, as permitted by Article XII of the GATT. 
A program for the elimination of the remaining import 
restrictions will be drawn up, covering about 75 com- 
modities, mainly industrial goods. For imports of agri- 
cultural goods, which are controlled by the Ministry of 
Agriculture, special rules of the GATT apply, and the 
restrictions on these commodities will not be changed. 


Source: Oslo, 


Norges Handels og Sj@fartstidende, 
Norway, October 17, 1961. 


Investment Funds in Sweden 


At the end of September 1961, Swedish industry 
paid between SKr 60 million and SKr 70 million of 
investment funds into blocked accounts at the Riksbank 
(see this News Survey, Vol. XII, p. 456), increasing to 
more than SKr 1 billion ($193 million) the total amount 
that has been placed to these accounts on specially 
favorable terms in 1960 and in the current year: 
SKr 558 million was deposited in July 1960, SKr 195 mil- 
lion in October 1960, and SKr 222 million in June 1961. 
The smallness of the amount deposited at the end of 
September this year is attributable to the fact that the 
enterprises are unwilling to lock up funds for relatively 
long periods because of the tighter conditions in the 
money market—conditions which are themselves partly 
a result of the investment fund deposit arrangements. 
Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 

ber 3, 1961. 


Import Credit Controls in Finland 


The growth of imports into Finland has to an increas- 
ing extent been based on commercial credits and 
prolonged terms of payment obtained from abroad. 
The Bank of Finland fears that a continuation of this 
trend would be detrimental to the country’s balance of 
payments, and has decided that, with effect from 
October 6, 1961, Finnish importers may not contract 
commercial credits abroad for periods exceeding six 
months without its specific permission; previously, the 
maximum duration of such credits was one year. 


Source: Bank of Finland, Press Release, Helsinki, 


Finland, October 5, 1961. 


Danish Economic Program and Policies 


The Danish Government has proposed increased 


, postal and railway rates and higher sales taxes, which 


would withdraw purchasing power totaling about 
DKr 300 million. The proposals include an increase in 
postal rates yielding about DKr 40 million a year, of 
which about DKr 17 million would accrue from higher 
rates for newspapers; an increase in the state railroad 
rates yielding DKr 65-70 million; an increase in gasoline 
taxes yielding DKr 110 million; and higher sales taxes 
on beer, wine, and liquor yielding about DKr 75 mil- 
lion. Restaurant taxes would be reduced in order to 
prevent an increase in prices for beverages in restaurants. 


The Government’s proposal should be seen as a step 
in the attempt to stem the rise in consumption resulting 
from the wage increases granted last spring. The 
National Bank has previously warned against a continu- 
ation of the present development of demand and stressed 
that monetary measures alone are not enough. For a 
while, therefore, high interest rates and credit tightening 
will be combined with higher consumer taxes. In politi- 
cal circles it is expected that additional consumer taxes 
will be imposed in the spring of 1962, which would 
probably be accompanied by an easing of direct 
taxation. 

In his speech on the occasion of the reopening of 
Parliament, the Prime Minister of Denmark, Mr. Kamp- 
mann, stated that the external prospects for the Danish 
economy were favorable, although the marketing diffi- 
culties experienced by the agricultural sector gave 
grounds for concern. In the middle of the year, retail 
sales were running 10 per cent higher than a year 
earlier and the volume of building was up by nearly 
25 per cent. The high level of internal demand had been 
reflected in the import figures. The rise in raw material 
prices had come to a standstill in the spring and the 
terms of trade had therefore been very stable, but this 
stability was now threatened by a fall in the export 
prices of agricultural produce. Foreign exchange receipts 
had risen only slightly, and in spite of the sizable 
volume of loans taken up abroad to finance capital 
investment projects, there had been a siight deterior- 
ation in the foreign exchange position (see this News 
Survey, Vol. XIII, p. 319). 

In order to prevent the high level of interest rates 
from causing long-term damage to capital investment 
prospects, the Government intended to modify the 
restrictive effects of the present monetary policy. At the 
same time, the possibilities of encouraging private saving 
would be examined. Work on the reform of the income 
tax system would continue, with particular reference to 
the simplification of the regulations, to the raising of 
the tax-free limit, and to the introduction of a propor- 
tional tax on higher incomes. Consideration was being 
given to means of solving the problem of house rent in 
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such a way that the rents charged for old and new 
houses stood in a proper relation to their value. As the 
extraordinarily high interest rates in recent months 
had led to a rise in rents for new property, the Govern- 
ment would table proposals as soon as possible for an 
increase in the 
well-to-do. 


“square meter” allowance to the less 


The expansion of industrial output had been tem- 
porarily halted by the labor conflicts in the spring, but 
the latest statistics indicated that output was rising 
again. The Government had a duty to pursue an eco- 
nomic policy that would ensure economic stability and 
the right financial conditions for an expansion of capital 
investment in industry. Proposals would be put forward 
for an increase in the loans and guarantees to industry 
and handicrafts. Labor legislation would be revised so 
as to strengthen the position of the Arbitration Board. 

The Prime Minister described the negotiations about 
Denmark’s entry into the European Common Market 
as the most important task in the external economic 
sector during the new parliamentary year. No decision 
would be taken, however, until the subject had again 
been laid before Parliament. The negotiations would be 
conducted with an eye to the interests of the other 
members of the European Free Trade Association and 
to the continuation of Nordic cooperation. 


Sources: Borsen, Copenhagen, Denmark, October 4 


and 18, 1961. 


Economic Situation in Germany 


The Deutsches Institut fiir Wirtschaftsforschung of 
Berlin has given a warning that the slackening in 
demand in the Federal Republic of Germany might 
soon lead to a situation where the optimal utilization 
of industrial capacities will not be maintained. This situ- 
ation already exists in a number of industries, and 
some types of production have been curtailed. In gen- 
eral, industrial output appears to be at a level where 
current demand is satisfied without difficulty. 

The slower growth of industrial output in recent 
months is not, in the opinion of the Institut, due 
primarily to the shortage of labor; in the second quarter 
of 1961 the increase in employment was, in fact, again 
very substantial. Nor is it a result mainly of smaller 
productivity gains. The continuing strong upward move- 
ment of wages, and the slower rise in labor produc- 
tivity, have increased the tendency for prices to rise. 
This has, however, for the time being, been offset by 
price reductions and by increased foreign competition. 
The slackening in the forces of expansion will not 
improve this situation; on the contrary, it is bound to 
deteriorate. 

The IFO-Institut fiir Wirtschaftsforschung of Munich 
also notes the slackening in demand and output in 
various sectors, though it is less discouraging in its 


general evaluation of the available short-term indicators 
of business activity. In some branches, excessive sales 
expectations have led to unjustified increases in capaci- 
ties and output. There has, 
surprising, although perhaps temporary, shift in demand 
in favor of traditional and nontechnical consumption 


however, also been a 


goods (i.¢., goods not produced by the metal industries ). 
orders 
received have tended downward since the spring in 
most of the important manufacturing industries. The 
decrease in foreign orders has been more pronounced 
than that in domestic orders. In the industries producing 


The seasonally adjusted indices of new 


basic materials and investment goods, and also in many 
consumer goods industries, the backlog of orders has 
declined somewhat, though it is generally still at a high 


level, especially in most investment goods industries. 
In June, for example, order books in the machinery 
and electrical industries equaled 7.6 and 5.0 months’ 
output, respectively, noticeably more than in June 1959 
or 1960. In most other investment and nontechnical 
consumption goods industries (excepting textiles) the 
situation was satisfactory compared with that prevailing 
a year previously. Only in the industries producing 
consumer durable goods has the order situation become 
significantly less favorable than at the same time in 1960. 

The IFO-Institut sees no sign of stagnation or minor 
recession in the recent slowdown in the growth of 
industrial output, even though the special business 
surveys conducted by the Institut reveal a damping 
in the hitherto very optimistic expectations of entrepre- 
neurs for the coming months. Foreign demand is gen- 
erally not expected to rise in the second half of 1961. 
Retail sales expectations are generally optimistic, but 
their realization will benefit importers as well as domes- 
tic producers: the ratio of imports to total sales of 
many consumer goods, especially textiles and leather 
products, has increased substantially over the last 
two years. 


Investment 


Investment activity shows as yet virtually no signs of 
slackening, though the flow of new orders for investment 
goods has declined somewhat in recent months. The 
latest survey of investment intentions indicates that 
the number of firms reporting upward revisions in their 
investment plans was smaller in mid-1961 than at the 
same time in 1959 and 1960, and that the number 
reporting downward revisions has increased somewhat. 
In 1961, gross fixed investment in industry is expected 
to be almost 20 per cent higher than in the previous 
year. Large increases in investment can be expected in 
the industries producing basic materials and investment 
goods, but those foreseen in the mining and consumer 
goods industries will not significantly exceed the in- 
creases recorded in 1960. The growth of investment 


will show greater diversification within the various 
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sectors than in 1960, when nearly all sectors of industry 
participated fairly equally in the strong expansion. 
Of the basic materials and investment goods industries, 
the ferrous and nonferrous metals and the electrical 
industries report particularly large increases in planned 
investments. The shipbuilding industry, which at the 
end of 1960 was still expecting to make sizable in- 
creases in investment outlays, has revised its plans 
downward considerably since the revaluation of the 
deutsche mark in March 1961. In the consumer goods 
sector, only the glass and leather manufacturing indus- 
tries intend to increase investment significantly; most 
other industries in this sector plan to reduce their invest- 
ments following last year’s considerable growth in 
practically all branches. 

Industrial building will rise by about 15 per cent 
in 1961, i.e., by somewhat less than total industrial 
investment. This is in line with cyclical experience, 
which shows a more than proportionate rise in building 
investment in the early phase of the upswing, followed 
by a less than average growth in the later phases. The 
planned increases in building are most marked in the 
investment goods industries, particularly automobiles, 
and in basic materials. The lower rate of expansion in 
industrial building reflects a somewhat greater emphasis 
on the modernization of plant and equipment rather 
than on the expansion of plant facilities, which had 
gained in importance in 1959-60. This shift in emphasis 
is due not only to a certain damping in the rate of 
economic expansion and in business expectations but 
also to some extent to the persistent shortage of 
labor. Only in the automobile, mineral oil refining, 
chemical, and printing industries is a further expansion 
of capacity the primary object of investment in 1961. 
On average, the expansion of capacity in 1961 will be 
about 7 per cent, against 10 per cent in 1960. It will, 
however, again be large in a number of industries, 
especially those dealing with plastics, electrical goods, 
machinery, rubber, and automobiles. 


Sources: IFO-Institut fiir Wirtschaftsforschung, /FO- 


Schnelldienst, Munich, Germany, Septem- 
ber 13 and 29, 1961; Deutsches Institut fiir 
Wirtschaftsforschung, Wochenbericht, Berlin, 
Germany, September 22, 1961. 


German Foreign Investment 


In the first half of 1961 firms in the Federal Republic 
of Germany reported direct gross investments abroad 
totaling DM 556 million ($139 million). Repayment of 
loans, liquidation, and sales of participations amounted 
to DM 88 million, leaving net investment of DM 468 mil- 
lion, compared with DM 332 million in the first 
six months of 1960. By June 30, 1961, direct foreign 
investment by German firms had reached a total of 
DM 3,396 million, of which 37 per cent was invested 


in European countries, 29 per cent in Latin America, 
22 per cent in the United States and Canada, 6 per cent 
in Africa, and 5 per cent in Asia and Australia. 
Source: Der Bundesminister fiir Wirtschaft, Tages- 
Nachrichten, Bonn, Germany, October 16, 
1961. 


Yugoslavia’s Foreign Trade 


For the first eight months of 1961, Yugoslavia’s trade 
deficit showed a 5 per cent increase over the same 
period last year: exports totaled $359 million (a rise of 
3 per cent) and imports $568 million (a rise of about 
4 per cent). The geographical distribution of Yugo- 
slavia’s foreign trade has become somewhat uneven; 
in 1961, compared with 1960, exports to Western 
countries decreased and imports from those countries 
increased, while exports to Eastern European countries 
expanded without a corresponding rise in imports. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

October 5, 1961. 


Africa 
Ghana Considers Decimal Coinage 


Mr. A. K. Onwona Agyeman, Deputy Finance 
Minister of Ghana, has told the Parliament at Accra 
that the Ghana Government is studying the possibility 
of changing to a decimal system of coinage. 

The Financial Times, 
October 18, 1961. 


Source: London, England, 


Far East and Australasia 


Indian Raw Cotton Output 


According to the President of the Indian Central 
Cotton Committee, raw cotton production in India in 
the crop year ended June 30, 1961 is estimated at 
5,395,000 bales, compared with 3,835,000 bales in 
1959-60, an increase of over 40 per cent and a new 
record. The production of long-staple cotton also 
reached an estimated peak of 2,440,000 bales, against 
1,860,000 bales in the previous year. 

Source: The Financial Times, 
October 11, 1961. 


London, England, 


Prospects for the Japanese Economy 


The probable increase in the gross national product 
of Japan for the current fiscal year ending March 1962 
will be 9.7 per cent in real terms, according to an 
interim estimate made recently by the Economic Plan- 
ning Agency, in connection with Japan’s supplementary 
budget now before the Diet. Although this estimate 
takes into consideration the effect of the stringent finan- 
cial policy recently adopted (see this News Survey, 
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Vol. XIII, p. 314), the expected rate of growth is 
slightly higher than the original estimate of 9.2 per cent 
made in January 1961. However, in view of the rapid 
expansion in the first months of the current fiscal year, 
the estimate, if realized, implies some deflationary impact 
on the Japanese economy toward the end of the year. 

The main changes in the component of the gross 
national product between the original estimate and the 
new one are the higher increases, over the previous 
fiscal year, in private equipment investment (23.0 per 
cent in the present estimate compared with 10.2 per cent 
in the original one) and imports (24.9 per cent com- 
pared with 11.6 per cent). Private consumption is also 
expected to increase faster, by 13.5 per cent, compared 
with the original estimate of 10.7 per cent. On the 
other hand, the increase in exports is now put at 
8.6 per cent, compared with the original estimate of 
9.4 per cent. 

The increase in mining and manufacturing production 
is now estimated at 18.5 per cent for the year, which 
implies no increase in production during the latter 
six months of the current fiscal year over the level 
attained in September 1961. It is also expected that 
prices will be stable during the period October 1961- 
March 1962, but that wholesale prices will increase 
by 4.5 per cent for the current fiscal year as a whole 
(compared with the original estimate of a decline of 
0.3 per cent) and that consumer prices will rise 
by 4.7 per cent (compared with the original estimate 
of 1.1 per cent). This will widen the gap between the 
real growth of the economy and the monetary growth; 
the latest estimate for the latter is 13.6 per cent. 


Source: Nihon Keizai Shimbun, Tokyo, Japan, Octo- 
ber 4, 1961. 


Australian Rural Production and Exports 


The volume of rural production in Australia in 
1960-61 was 6 per cent higher than in 1959-60 and 
3 per cent over 1958-59, the previous peak. Production 
of wheat and barley exceeded previous records and the 
output of oats was the second highest ever attained. 
Wool production fell because unfavorable seasonal con- 
ditions reduced average fleece weights. Meat production 
was 8 per cent lower than in 1959-60, but the decline 
was virtually confined to beef (down 13 per cent); the 
value of sheep slaughtered rose by 18 per cent. 

The gross value of production is expected to have 
risen by only 1% per cent, and net farm income to 
have fallen by 4 per cent. However, compared with 
1958-59, increases of 7 per cent in value and 3 per cent 
in volume are predicted. The reduction in the wool clip 
and lower prices reduced the gross value of wool pro- 
duction by £A 49 million, to £A 341 million, while 
the gross value of the wheat crop should increase by 
£A 56 million, to £A 193 million. 
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Exports by volume are believed to have risen by 
2 per cent, to reach a record height, more than twice 
the prewar level. While wool, beef, and veal exports 
were lower, lamb and mutton were higher and wheat 
exports increased: by 55 per cent in volume. There was 
a decline in the value of rural exports because of lower 
prices for wool, meat, and dairy products (by value, 
over half of rural exports are wool). The export price 
index released by the Commonwealth Statistician 
shows that in the nine months to March 1961 export 
prices were lower than in the same period a year earlier 
and only just above the 1958-59 average, which was 
the lowest of the previous ten years. The Reserve 
Bank’s import price index showed a slight rise during 
the nine months to March 1961. The commodity terms 
of trade have thus worsened; in the March quarter of 
1961 they were 18 per cent below those of the 
three years ended June 1939 and comparable with 
those of 1958-59. 

The 1961-62 wool selling season in Australia began 
late in August, and prices rose by 242-5 per cent on 
the opening day. Prices subsequently dropped slightly, 
and by the week ended September 22 prices for merino 
wools had fallen below the levels of the opening sales. 
It is estimated that production of wool in Australia in 
1961-62 will rise by about 50 million pounds (greasy), 
to 1,670 million pounds (greasy), about 76 per cent 
of which will be merino wool. 


Sources: Australian Financial Review, Sydney, Austra- 
lia, August 17, 1961; World Wool Digest, 
London, England, September 21, 1961; Na- 
tional Bank of Australia Limited, Wool Letter, 
Melbourne, Australia, September 23, 1961. 


New Zealand Loan in United States 


The Government of New Zealand has registered with 
the U.S. Securities and Exchange Commission $20 mil- 
lion of 15-year 534 per cent bonds, which are being 
offered, through underwriters, for public sale in the 
United States. The proceeds of the loan will be applied 
toward a program of capital works and other expendi- 
ture, and will also help to strengthen the country’s 
foreign exchange reserves. 


Sources: The Financial Times, London, England, Sep- 
tember 29, 1961; The Journal of Commerce, 
New York, N.Y., October 25, 1961. 


Western Hemisphere 


Canadian Royal Commission on Monetary Structure 


The Canadian Government has appointed a Royal 
Commission, of seven members headed by Dr. Dana 
Porter, Chief Justice of Ontario, to carry out a thorough 
review of Canada’s monetary and financial structure. 
The Commission is expected to produce a report that 
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will form the basis for legislation to improve the working 
of Canada’s financial system when the revision of the 
Bank Act comes up in three years’ time. The Times 
remarks that it is thought that the Commission will 
establish clearly the Government’s ultimate responsi- 
bility for monetary policy implemented by the Bank 
of Canada. Another question before the Commission 
will be whether to extend the control of the Bank of 
Canada beyond the chartered banks. 


Source: The Times, London, England, October 21, 
1961. 


U.S. Business Conditions 


Owing to stoppages of work and to unfavorable 
weather, industrial production in the United States 
declined slightly in September. At 112 per cent of the 
1957 average, the seasonally adjusted index was 
one point below August. The decline occurred entirely 
in the durable goods group, where a strike limited 
assemblies of the largest automobile producer. This 
strike and a hurricane caused the temporary curtailment 
of output of automobile parts, petroleum products, 
and some other industrial materials. New construction 
activity increased slightly further, attaining a seasonally 
adjusted annual rate of $58.4 billion, which approxi- 
mately equaled the peak reached in the summer of 1959. 

Seasonally adjusted nonfarm employment changed 
little during the month. Employment recovered in the 
transportation equipment industry (following a dip in 
August associated with the changeover to new automo- 
bile models) and continued to increase in the metal and 
machinery industries; however, it declined somewhat in 
the nondurable goods industries. The average workweek 
in manufacturing was reduced by strikes at automobile 
plants. The unemployment rate, 6.8 per cent, continued 
to show little change. 

Retail sales in September were unchanged from the 
previous month. In the third quarter as a whole, they 
were slightly larger than in the second quarter, but the 
same as a year earlier. Wholesale prices were relatively 
stable in late September and early October. 

Commercial bank credit rose by about $5 billion in 
September. Banks added substantially to their holdings 
of U.S. Government securities, and loans to security 
dealers increased in connection with Treasury financing 
operations. Bank holdings of other securities and other 
loans also increased. The average money supply, season- 
ally adjusted, rose sharply, after changing little since 
early spring. Excess reserves of Federal Reserve mem- 
ber banks averaged about $560 million over the 
four weeks ended October 11, about the same as in 
the preceding four-week period. 


Source: Board of Governors of the Federal Reserve 


System, Press Release, Washington, D.C., 
October 16, 1961. 


Loans by U.S. Government Agencies 
EXPoORT-IMPORT BANK LOANS 


The Export Import Bank of Washington has an- 
nounced the following loans since the end of August: 


France: October 12—$842,000 to help the Union 
Sidérurgique du Nord de la France of Paris to purchase 
steel-mill equipment from the United States (repayment 
is scheduled over 5 years beginning in 1962). 

Japan: September 25—$6.5 million to the Japan 
Steel and Tube Corporation of Tokyo, for the purchase 
of U.S. equipment for expansion of a steel plant in the 
Tokyo-Yokohama area (repayable over 10 years begin- 
ning in 1963); October 19—$15.6 million to help the 
Fuji Iron and Steel Company, Ltd., of Tokyo, to pur- 
chase steel-mill equipment in the United States (repay- 
able over 10 years commencing in 1964). 

Turkey: October 3—15 million Turkish liras ($1.6 
million) under U.S. Public Law 480, to Turk Willys- 
Overland Fabrikalari, S.A., of Istanbul, to expand 
facilities for the manufacture of jeep vehicles (repay- 
able over 5 years beginning in 1962). 

Uruguay: September 20—$1.9 million to the Govern- 
ment for the purchase of U.S. machinery and equipment 
for construction of a water purification plant in Monte- 
video (repayable over 16 years beginning in 1965). 


DEVELOPMENT LOAN FUND AGREEMENTS 


The U.S. Development Loan Fund has announced in 
recent months the signing of the following loan agree- 
ments: 


Colombia: August 2—$12 million to help to finance 
“self-help” housing programs of the Colombian Nation- 
al Housing Institute and $8 million to assist in the 
establishment or improvement of settler farms. 

Costa Rica: September 6—$5 million to the National 
Bank of Costa Rica, to provide credits for improve- 
ments to existing farms and for basic capital needs 
for new pioneer farms. 

Ecuador: October 19—$1.8 million to the Govern- 
ment of Ecuador, to help a mapping program which is 
necessary for the economic development of the country. 

El Salvador: August 1—$1.6 million to assist in the 
expansion and modernization of the Ilopango Inter- 
national Airport in San Salvador. 


Ethiopia: July 17—$20.25 million to help to build or 
improve 4 major airports and 22 minor airports and 
$3.1 million to help to finance the procurement of 
maintenance and overhaul equipment and spare parts 
required to support the operation of 2 jet aircraft; 
August 15—$3.6 million to assist in the maintenance 
and improvement of highways. 
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Haiti: August 25—-$250,000 to the privately owned 
Haitian Agricultural Corporation, $.A., to help in the 
expansion of a sisal plantation and a sisal processing 
factory. 

India: 16—$33 million for the Talcher 
thermal power plant in the State of Orissa, $21.5 mii- 
lion for the construction of the second stage of the 


August 


Sharavathi hydroelectric power project in the Siate of 
Mysore, and $8.4 million for the Birsinghpur thermal 
power plant in the State of Madhya Pradesh; Septem- 
ber 1—$7.2 million to Premier Automobiles, Ltd., a 
private Indian finance the foreign 
exchange costs of importing presses, dies, and other 
equipment which will allow the company to produce 
its own sheet metal components as well as to expand 
other parts of its production facilities. 


corporation, to 


Nicaragua: September 25—$4.3 million to assist in 
the construction of about 90 miles of road. 

Nigeria: September 9—$3.1 million to the Nigerian 
Railway Corporation, to help to finance part of a pro- 
gram to re-lay tracks. 

Peru: July 27—$7.5 million to assist in the establish- 
ment, regulation, and support of a nation-wide system 
of private mutual and cooperative home savings asso- 
ciations; September 8—$9 million to support an over- 
all agrarian reform and settlement program administered 
by the Peruvian Institute of Agrarian Reform and 
Colonization and $1.8 million for the construction of a 
penetration road between Munepata and Teresita. 
Sources: The Export-Import Bank of Washington, 

Press Releases, September-October 1961, and 
Development Loan Fund, Press Releases, 
July-October 1961, Washington, D. C. 


Economic Developments in the Dominican Republic 

Dominican exports during the second quarter of 1961 
amounted to $40 million, compared with $47 million 
for the corresponding quarter of 1960. Imports totaled 
$16 million, a reduction of about one third from the 
corresponding quarter of 1960, which had shown a 
considerable reduction from 1959. Foreign exchange 
holdings of Dominican banks did not reflect, however, 
the relatively large export balance achieved during the 
quarter. 

The reduction in imports, a major source of govern- 
ment income, reduced government revenues, which 
declined also on account of tax reductions aimed at 
reducing living costs. Some of the measures taken 
included the cancellation of internal taxes on rice, the 
deductions workers’ 


lowering of from government 
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salaries, and the repeal of recent increases in postal, 
telephone, and telegraph rates. The Government has 
continued its food relief measures and announced that 
they would be extended after the end of the second 
quarter to areas not previously covered. Governmental 
payments to contractors on current obligations were 
reported to be reasonably satisfactory. Business activity 
continued to contract, reflecting the low level of public 
works and of private investment, both domestic and 


foreign. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., September 18, 
1961. 


Summary Index 


IBRD: Loan from Switzerland 


Australia: Rural Production and Exports, 1960-61 
Canada: Royal Commission on Monetary Structure 
Denmark: Economic Program and Policies 
Dominican Republic: Economic Developments 
Finland: Controls on Import Credits 

France: Four-Year Development Plan 


Direct Investment Abroad 
Economic Situation 


Germany, Federal Republic 


Ghana: Consideration of Decimal Coinage System 
Iceland: Fish Catch, January-July 1961 
India: Raw Cotton Output 


Japan: Economic Trends 


New Zealand: Loan Issue in United States 


Norway: Credit Policy 


Import Liberalization 
Sweden: Investment Fund Accounts 
Switzerland: Loan to IBRD 
United Kingdom: Balance of Payments, First Half 1961 


United States: Business Conditions in September 
Eximbank and DLF Loans 


Yugoslavia: Foreign Trade, January-August 1961 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment. Any suggestions made or opinions 
expressed are taken from the sources quoted. Items are 
selected for inclusion because they are in fields of par- 
ticular interest to the Fund; their selection does not 
necessarily imply that they reflect the Fund's views. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 

The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C. 








